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William F. Caton, Acting Secretary
Federal Communications Commission
Room 222
1919 M Street, N.W.
Washington, D.C. 20554 )
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OFFICE OF ft./F SECRETARy

Dear Mr. Caton:

On Wednesday, March 2, 1994, representatives of the consumer electronics
industry met with Commission officials to discuss the above-referenced proceeding. The
industry representatives participating in the meeting were Jim Bonan, Co-Chair of the
Cable-Consumer Electronics Compatibility Advisory Group, and Steve Morrall, Vice
Chair of the Advisory Group. They were accompanied by George Hanover and Barbara
McLennan, Vice Presidents (for Engineering and for Government and Legal Affairs,
respectively) of the Consumer Electronics Group ofthe Electronic Industries Association
("EIA/CEG"), and the undersigned. The Commission staff included in the meeting were
Bruce Franca, Deputy Chief Engineer, and Alan Stillwell, economist, of the Office of
Engineering and Technology.

The positions discussed during the meeting were highly consistent with
documents which are already on file with the Commission, in particular the Comments
submitted by the Advisory Group on January 25 and the Reply Comments filed by
EIA/CEG on February 16, 1994. Additional information and analysis was presented on
one subject, in response to a proposal in the Reply Comments filed by the National Cable
Television Association, i.e., that the Commission require a specified percentage of
television receivers to be "cable-ready." The following observations were offered in
response:
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The Commission has no statutory authority to impose such a requirement
and no information in the record which would justify establishing such a requirement
even if there were authority to do so.

The Commission, having taken steps to lower cable rates as the Congress
intended, should not impose requirements that raise prices for television receivers.

The cable industry has ample opportunity to persuade consumers (through
bill inserts and notices on cable channels) to purchase "cable-ready" receivers. If they
do so, then the intensely competitive consumer electronics industry is certain to deliver
an abundance of "cable-ready" products to meet consumer demand.

The marketplace can decide better than the Commission what proportion
of television receivers should be "cable-ready." It was the market which made available
receivers with IR remotes, with picture-in-picture, with cable tuning, with MTS stereo.
It is the market which determines what proportion of receivers incorporate each of these
features. (What if the Commission requires that 30 percent of all receivers meet the
cable-ready criteria, but consumers prefer such products in only 15 percent of the cases?)

Establishing requirements regarding the production ofcable-ready receivers
would create market disadvantages for competing video delivery methods (DBS, video
dialtone, etc.), in contravention of the Commission's desire to promote competition
among delivery services.

The relative demand for cable-ready and non-cable-ready receivers is to
some extent subject to cable operators' control. If they are allowed to deliver signals in
a form that is not compatible with the Decoder Interface, then demand for cable-ready
sets will be minimal or nonexistent.

The consumer electronics representatives expressed a willingness to gather and
to provide the Commission with information regarding the deployment of cable-ready
receivers in the marketplace (just as EIA/CEG today gathers and publishes statistics
regarding the proportion of receivers with MTS stereo, picture-in-picture, etc.). If any
such reporting requirement is placed on the consumer electronics industry, a reciprocal
obligation should probably be placed on cable operators; if the Commission has a need
to know how many receivers with a Decoder Interface are sold, it would likewise be
useful to know how many Decoders are deployed.
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The consumer electronics representatives also discussed the importance of
requiring cable operators to require descrambling-only Decoders and the difficulty of
ensuring that such Decoders are made available to consumers at the lowest possible cost.
Finally, the need for digital standards for the cable environment was also emphasized.

This letter and the extra copy of this letter are being transmitted in accordance
with Section 1.206(a) of the Commission's rules. Please let me know if you have any
questions.

Sincerely,r, &-:(rj}
James L. Casserly

cc: Bruce Franca
Alan Stillwell


